Foreign direct investment (FDI) flows into developing countries have been increasing dramatically over the past decade. At the same time, there has been widespread concern that lax environmental standards are in part responsible for this surge. This paper revisits the pollution haven hypothesis by examining to what extent the pollution intensity of production helps explain FDI in Mexico. By focusing on pollution intensities, which are directly related to emission regulations, we avoid the problem of unobservable pollution taxes and allow for substitution between capital and pollution. Examining several different pollutants, we find a positive correlation between FDI and pollution that is both statistically and economically significant in the case of the highly regulated sulfur dioxide emissions. Industries for which the estimated relationship between FDI and pollution is positive receive as much as 40 percent of total FDI and account for as much as 30 percent of manufacturing output. Although our results suggest that environmental considerations matter for firms' location decisions, FDI locates in Mexico also in accordance with its comparative advantage in labor-intensive production processes, consistent with the previous literature.
Introduction
Concerns about the effects of environmental standards on trade and investment flows abound.
There is much talk about a "race to the bottom", where developing countries in particular are said to be increasing their competitive advantage in the world economy due to lower labor and environmental standards. Some in the developed world view the lower standards as "unfair" cost advantages and have suggested ways to limit or eliminate them. For instance, the labor and environmental side agreements to the North American Free Trade Agreement (NAFTA) sought to level the "standards" between the United States and Mexico. The side agreements hoped to prevent Mexico, which has lower environmental standards, from becoming a pollution haven for U.S. and Canadian firms trying to avoid the costs associated with more stringent domestic environmental standards. 1 However, the academic literature has largely failed to find empirical support for environmental standards to affect either trade or firms' investment decisions. 2 A variety of factors, both theoretical and empirical, may account for the failure to find much empirical support for the "pollution haven hypothesis" (PHH). On the theoretical side, as a country develops and incomes rise, several forces are at work simultaneously. Low environmental standards during the early stages of industrial development should attract a disproportionate amount of polluting industries, which is a composition effect. Moreover, the increased scale of production should give rise to more pollution. On the other hand, as new factories replace 1 Environmental regulations and their enforcement in Mexico were very low until well into the 1980s. The scope of environmental regulation has picked up only recently. The agency in charge of enforcement of regulations is Procuraduría Federal de Protección al Ambiente (PROFEPA), whose factory inspections expanded during the 1990s from only a few inspections per year to several thousand (Dasgupta et al., 2000) . As far as compliance is concerned, in a confidential survey of 236 Mexican plants in the fall of 1995, Dasgupta et al. (2000) found that 52 percent of survey respondents admitted only occasional or no compliance with environmental regulations. 2 See Wheeler (2001) and especially Jaffe et al. (1995) . More recently, Eskeland and Harrison (2003) study the effect of abatement cost and pollution intensity on FDI in Morocco, Côte d'Ivoire, Venezuela, and Mexico and find essentially no effect of either measure. Smarzynska and Wei (2001) for a sample of 24 transition countries and Dean et al. (2003) in a study of China find some, though relatively weak evidence of a pollution haven effect. their older and more polluting counterparts, pollution will decrease due to this "technique effect".
Thus, capital intensity and vintage might be important in determining the existence of pollution havens. In particular, as multinational firms locate new plants in developing countries, they generally do so using state-of-the-art technology. 3 On the empirical side, Levinson and Taylor (2003) note that many studies have been plagued by problems such as unobserved heterogeneity, aggregation bias or endogeneity of proxies for environmental stringency. Since decisions on output, inputs, and pollution abatement are made simultaneously, regressions of trade or FDI on pollution abatement costs have produced spurious and counter-intuitive results. Compounding the endogeneity problem is the use of U.S. data on pollution abatement costs to represent environmental regulations of both developed and developing countries. When aggregate data are used, the composition of the aggregated industry may change over time, thus attributing changes in pollution output to changes in environmental stringency instead of this composition effect. Finally, many unobserved characteristics of industry are not controlled for in empirical analyses, thus also leading to biased results.
Another reason why developing countries do not tend to become pollution havens may be that the stringency of a country's environmental standards is only one, and perhaps not the most important, factor determining comparative advantage among countries. In particular, endowment of factors such as skilled labor and capital largely determine where industry is located and which goods a country will export. To the extent that heavily polluting industries also tend to be capital-intensive, the relative paucity of capital in developing countries may outweigh their abatement cost advantage (Antweiler et al., 2001; Cole and Elliott, 2002 ).
This study adds to and improves upon the existing literature on pollution havens in several ways. First, we recast the PHH as a relationship between pollution intensity, which follows directly from emission control, and cost of production rather than that between pollution taxes and cost. The focus on pollution intensity is useful since it allows for substitution between capital and pollution and does not require data on pollution taxes, which are treated as unobservables in most prior studies (e.g., Levinson and Taylor, 2003) . Second, by focusing on FDI rather than trade, we can explicitly test the hypothesis that firms relocate in order to take advantage of laxer environmental standards. Focusing on trade flows can help assess whether stricter environmental standards may harm domestic industry, but cannot model decisions to move to another location. Third, by focusing on one developing host country for which we have detailed information on industry-specific pollution by type of pollutant, we avoid measurement and endogeneity problems that have plagued many of the earlier studies. Fourth, we have industry level information on FDI and can identify the source country of investment, allowing us to control for a range of determinants of FDI known to matter, which greatly reduces the likelihood of spurious correlations.
In our empirical work, we focus on three distinct pollutants, sulfur dioxide (SO 2 ), nitrogen oxide (NO x ), and particulates (PT), which were chosen not only on grounds of data availability, but on the conditions that make them relevant for a study of the effects of pollution concentration on economic activity (Antweiler et al., 2001 ). These three pollutants are largely regulated at stationary sources. Others, notably carbon monoxide, are regulated at mobile sources, i.e. regulations are imposed on engine design rather than the production process. Hence, location of production would not matter in this case, as long as output is sold in the same market.
Also, the scope of regulation varies among the pollutants we focus on. For instance, the U.S.
Environmental Protection Agency (EPA) has imposed NO x limitations mostly on coal-based power plants, whereas SO 2 regulations affect metal and cement processing, petroleum refineries and others in addition to power plants. It thus seems plausible that the correlation between FDI and pollution varies across pollutants and in fact may only be positive for the most regulated pollutants.
Indeed, we find a significantly positive relationship between pollution intensity and FDI flows into Mexico only in the case of sulfur dioxide, whose primary source is industrial production, and then only in industries with large firms. However, these Mexican industries receive as much as 40 percent of total inward FDI and account for as much as 30 percent of total manufacturing output, depending on the empirical specification. Consistent with the previous literature on the determinants of FDI, we find also that firms locate in Mexico in accordance with its comparative advantage in labor-intensive production.
The remainder of the paper is organized as follows: The next section builds a simple theoretical model that derives the demand for foreign capital as a function of inputs, pollution levels and other economic variables. Section three lays out the empirical framework employed and discusses some econometric issues as well as the data used. This is followed by a discussion of results and conclusions.
A Theoretical Model of FDI and Emissions
Following Copeland and Taylor (2003) , we consider a firm that jointly produces two outputs, good X and emissions Z, using variable inputs of labor and capital. Abatement of emissions is a choice for the firm, and we assume that the firm allocates an endogenous fraction, θ, of its inputs to abatement activity. The production technology is therefore given by:
where K and L denote capital and labor inputs, respectively. Pollution emitted is a function of total output and the abatement intensity, θ:
where φ(θ) is a decreasing function of θ. With no abatement, θ = 0, φ(θ) = 1 and pollution emitted is proportional to output: Z = F (K, L). When abatement intensity θ > 0, φ(θ) < 1 and pollution is reduced. Note that abatement and production use factors in the same proportion.
Rather than model the choice on abatement intensity (θ) explicitly, we transform the problem to choose the level of Z (Copeland and Taylor, 2003) . To see this, let φ(θ)
and
where 
where the first constraint is the usual (given) output level, while the second constraint represents a ceiling on emissions. The first order conditions to the cost minimization problem are:
where λ 1 and λ 2 are the Lagrange multipliers associated with the constraints, which are assumed to hold with equality. Taking the ratio of the first order conditions with respect to L and K, and using
follows:
Note that
which suggests a negative relationship (substitution) between optimal capital and emissions,
given an output level (X).
Then, the cost function is given by:
The effect of emissions on cost of production is given by:
i.e., if Z increases, costs decline. If a country allows greater emissions either by lower taxes or lax regulations, it would lower the cost of producing X. For α = 0.25, β + δ = 1.25, figure 1 illustrates the relationship between C(Z) and Z, holding all else constant.
Given the cost function above, consider a representative multinational firm that produces and sells in two markets: home and foreign. The cost function for overseas production carries the * superscript for X, Z, K, L, T, w, r, α, β, and δ and is given by C * (X * ) = C * (w * , r * ; X * , Z * ).
Profit maximization in this context involves choosing both sales (S and S * ) and output (X and X * ) in both markets: 5 C(Z)
where P S (.) and P S * (.) are inverse demand functions with shifters η and η * respectively, which represent other factors affecting demand such as aggregate market size. Note that trade in goods (S * − X * or S − X) is redundant in this specification. The first order conditions are:
where MR and MR * (MC and MC * ) denote marginal revenue (cost) in home and foreign markets, respectively, and ψ is the Lagrange multiplier associated with the constraint. Using implicit function theorem, the endogenous variables (S, S * , X, X * ) are derived as functions of all exogenous variables. For instance, foreign production, X * , is given by:
The foreign investment demand, an optimal input demand function, is obtained from the cost function using Shephard's lemma:
Continuing on the Cobb-Douglas example in the cost minimization problem, note that the foreign production level (X * ) is endogenous in the multinational's foreign investment demand function. Therefore, the effect of emissions on foreign capital flows has two components:
where we showed earlier that
Since we optimize over X * there is a second effect, which we refer to as the "output effect." An increase in emission substitutes for capital in foreign production, but the lower costs abroad increase foreign output as well. As foreign output increases, so does the demand for capital. Using the Cobb-Douglas example again, we find that the derivatives, ∂K * ∂X * and ∂X * ∂Z * , are both positive. The derivative ∂K * ∂X * denotes the increase in foreign capital demand due to a unit increase in foreign output, while ∂X * ∂Z * is the pollution intensity of foreign production. The net effect of emissions on foreign capital flows depends on the relative strength of the substitution and the output effects, which are presumably empirical questions. For instance, if the latter effect dominates, a higher ceiling on emissions would encourage foreign capital flows, despite K * and Z * substitutability.
Empirical Framework
This section shows how we use the theoretical setup from the previous section plus insights from the vast theoretical literature on the determinants of FDI to arrive at an estimating equation. In addition, it discusses some econometric issues that arise from the data structure and describes the data, its sources and limitations, in more detail.
The Empirical Model
Our empirical FDI specification is: The subscripts indicate each regressor's variation over time (t), across industries (i) and source countries (j). The variables pollutionmex and pollutionsrc denote Mexican and source country pollution intensities, respectively. Similarly, Mexican and source country capital intensities are represented by capintensitymex and capintensity. The source country's capital intensity variable is lagged by one period to avoid contemporaneous determination of FDI and capital stock in an industry. 6 Note that emissions have a direct substitution effect on FDI flows, but there is an indirect effect that is a combination of the emissions effect on foreign production (pollution intensity) and 6 Unfortunately, no time series variation is available for Mexican capital intensities.
output of foreign production. To capture these two effects, therefore, we include both pollution intensity and its interaction with plant output. 7 Applying the derivative in (14) to our empirical specification in (15) shows that:
The expected sign of β 1 is negative, the substitution effect. The expected sign of β 2 is generally positive and for the pollution haven hypothesis to hold, the entire derivative in (16) would need to be positive. 8 In our empirical work, we focus on three distinct pollutants, sulfur dioxide (SO 2 ), nitrogen The scope of regulation and the source of emissions varies widely across pollutants and thus, we expect the results of our analysis to differ across pollutants. All three pollutants are regulated 7 In line with the theory, this should only be output of foreign-owned plants. Since the output data are not differentiated by ownership, total industry output is used to calculate plant output. The advantage of this measure is that it should mitigate endogeneity concerns. 8 Note, however, that the output effect, and hence β 2 , may be negative if the emissions constraint Z is not binding, as may be the case with a pollutant that is not or only weakly regulated in industry, such as PT.
at stationary sources. This is not true for other pollutants, notably carbon monoxide, which is largely regulated at mobile sources, making the location of production less relevant. The SO 2 regulations affect a much wider range of industries than regulations of NO x or PT, which are largely imposed on coal-based power plants. Finally, the extent of industrial production processes being the source of emissions should be a rough indicator of the relevance of a particular pollutant to industry. OECD (2002) provides information on emission sources for pollutants for a number of countries and years. In 1999 U.S. data, the main source of SO 2 emissions were industry and energy transformation, while the main source of NO x (and to an even greater extent carbon monoxide) emissions was transportation.
Equations (12) and (13) suggest that there are a number of other determinants of foreign capital and we make use of the literature on the determinants of FDI to select appropriate variables. Moreover, we note that although the focus of this study is on the effect of pollution, it is crucial to control for as many known determinants of FDI as possible in order to minimize the problem of omitted variable bias.
If countries are in different cones of diversification, endowment differences reflect factor price differences. Following Markusen (1997; 2002) , Carr et al. (2001) and Markusen and Maskus (2002), we use parent country and Mexican measures of skilled-labor endowments (skillabundance and skillabundancemex) to capture such differences. 9 If FDI is, in addition to environmental considerations, determined by comparative advantage stemming from factor en- 9 Markusen's (2002) "knowledge-capital model" assumes that headquarter services of a multinational firm (e.g. R&D) can be geographically separated from production activities and supplied simultaneously to several production facilities at low cost. The ordering of skill-intensities in the economy is such that headquarter services are more skilled-labor intensive than production, which in turn is more skilled-labor intensive than the rest of the economy. Then, if countries differ sufficiently with respect to their endowments such that they are in different cones of diversification, the skilled-labor abundant country will be the headquarter site, while the unskilled-labor abundant country will have a comparative advantage in hosting the production facility. Consequently, foreign investment in unskilled-labor abundant countries should flow into industries that are relatively unskilled-labor intensive.
dowments, FDI should originate in countries that are skilled-labor abundant relative to Mexico.
Skill abundance is measured as the endowment share of skilled labor in the source country and Mexico, respectively. In addition, FDI should flow into industries that are relatively unskilledlabor intensive. Skillintensity is measured as the share of skilled workers in an industry. This is consistent, e.g., with the definition used by Feenstra and Hanson (1997) . Skill intensities exhibit substantial heterogeneity across sectors, ranging from 11 to 63 percent skilled labor (see the summary statistics in Table 1 The inclusion of accumulated FDI recognizes the fact that more FDI tends to flow into 10 Recall that we allow for increasing returns to scale in the derivation of the cost function.
industries with a previous presence of foreign investors, due to positive spillover effects or the availability of specialized inputs. Wheeler and Mody (1992) , for example, find strong evidence that agglomeration economies positively affect FDI.
The final elements that impact FDI in this framework are transport and more generally trade and investment costs. If transport costs are low, a firm might substitute exports for foreign production. Parent country trade costs should have a negative effect on multinational activity of all types since exporting back to the home country from a foreign country would be more costly relative to home production. Host country trade costs, on the other hand, should encourage multinational activity, the well-known tariff-jumping argument. Host country investment costs should have a negative effect. The measure of Mexican investment cost accounts for both formal investment barriers as well as the overall economic climate that affects the decision where to invest. Source country and host country (Mexican) trade costs are measured by the ratio of exports plus imports to GDP, an often used measure of the trade openness of a country. This measure is used over others since it is available for the entire sample period. Since greater openness corresponds to lower trade costs, a positive sign is expected for parent country, but a negative sign for host country trade costs. Finally, distance is measured as the distance between country capitals. Its sign is theoretically ambiguous since it can proxy for both trade and investment costs. It is included since it usually performs well in gravity-type models.
Econometric Issues
The theoretical model derives an expression for the demand of foreign capital, that is the foreign capital stock, K * . However, we only observe capital flows F * in the data. A partial adjustment model describes flows as
where α is an adjustment parameter. Substituting equation (13) into (17) relates capital flows to all the determinants of the model. Additionally, the lagged capital stock is included, which we proxy with accumulated FDI, by industry. To the extent that reported capital stock data are compiled from historical flows, this should be a good approximation.
Since there are many source country-industry pairs with no FDI in a given year, there is a prevalence of zeros in the data. Hence, we estimate a tobit model. While FDI flows can be positive or negative for a given industry in a given year, their negative value cannot exceed the stock of FDI. Specifically, let F desired be a latent variable signifying the amount of the desired foreign investment flow. We observe Since not all regressors vary along all dimensions, disturbances may be correlated within groups. While the coefficients would still be unbiased, they are inefficient and variances and hence standard errors could be biased (Kloek 1981 , Moulton 1986 ). Thus, clustering is taken into account and all estimates are adjusted accordingly. A complicating factor is that there are two clusters: industries as well as source countries. Below, we focus on results that are adjusted for clustering on industry. 11 Finally, industry size varies substantially, implying potential heteroscedasticity in the error structure. We deal with this issue by using industry size as weights and estimating robust standard errors. Table 1 .
Data

Results
Results are shown in Tables 2-4. Each table shows the results from a different pollutant. We focus our discussion on the most important pollutant, sulfur dioxide (Table 2) . Each table contains four specifications. The first, in column (1), estimates equation (15) in levels. First note that the coefficient on Mexican pollution is significantly negative, as predicted by theory.
This reflects the substitution effect. The coefficient on the interaction between pollution and output is positive, reflecting what we termed an "output effect" above. A Wald test reveals that the two coefficients are jointly significant. 15 The total effect of Mexican pollution on FDI flows can then be computed according to (16) . It is negative for 84 percent of source country-industry pairs, suggesting that for the most part, the substitution effect dominates the output effect.
However, larger firms also receive more FDI. Those industries where average output is large enough that the correlation between pollution intensity and FDI is positive account for close to 40 percent of total FDI flows during the sample period (see bottom of Table 2 ). Their share of total output exceeds 30 percent. Moreover, since SO 2 intensity is measured in terms of output, the total amount of pollution generated by these firms is quite large. There is thus compelling evidence of a pollution haven effect.
The signs of other determinants of FDI are in line with the theory. Both source country and
Mexican GDP have a significantly positive effect on FDI, reflecting market size effects. Source countries tend to be more skill abundant, as evidenced by the significantly positive coefficient on that variable. The negative coefficient on the number of plants suggests that industries that receive more FDI are characterized by scale economies. Mexican skill intensity has the expected negative sign, but it is not significant. This might be because we already control for aggregate skill differences between source countries and Mexico, leaving no independent effect for sectorlevel skill differences. Mexican capital intensity of production, on the other hand, is significantly negative, confirming that Mexico has a comparative advantage in labor-intensive production.
To gauge the robustness of our results, we make various modifications to the basic specification, three of which we report in columns (2) through (4). In column (2), we add economy-wide measures of the capital-labor ratio (capitalabundance(mex)), separately for Mexico and the source countries. These can be viewed as proxies for aggregate factor price differences between
Mexico and the source countries of FDI, to the extent that endowment differences reflect factor price differences. None of the results except Mexican GDP are affected. The latter becomes insignificant due to its near-collinearity with the aggregate Mexican capital-labor ratio. Note also the persistence of the quantitative importance of those investors for whom the correlation between pollution intensity and FDI is estimated to be positive.
Empirical FDI studies based on the knowledge-capital model usually include a measure of total (host and source country) market size and focus on skill endowment differences, rather In column (4), we estimate (15) in logs rather than levels. Then, the estimated coefficients directly denote elasticities. We have not chosen to make this our base specification due to the prevalence of zeros and some negative values of FDI flows. For the log specification, we set observations with a value of zero equal to one, so that ln(1) = 0, and drop the 14 negative flow observations. We caution that results obtained by changing the functional form and changing the sample size are not directly comparable to the other results, but note that the signs and significance levels of our central variables of interest are virtually unchanged. Most notably, the direct pollution effect is significantly negative at the one percent level, while the interaction term (the output effect) is significantly positive. The estimated elasticity of substitution between pollution and FDI is much larger than the elasticity of FDI with respect to output, confirming our earlier results. The major difference is that the estimated quantitative significance of industries for which the total pollution effect on FDI is positive is smaller. Specifically, these industries account for just over five percent of total FDI and total output now. The signs and significance levels of other variables are comparable, with the exception of the number of plants, which are now, counterintuitively, significantly positive.
Overall, the results confirm the findings of previous literature: FDI into Mexico is driven by its comparative advantage based on factor endowments, specifically its abundance of (unskilled) labor, as well as market size. The novel result is that there is also a positive relationship between the ability to pollute in Mexico and FDI inflows. It is economically significant, but the precise quantitative effect does depend on the empirical specification. Hence, Mexico can be characterized at least as a pollution hythe, if not a haven. Table 3 shows the results from the same four specifications, but using nitrogen oxide intensity as the measure of pollution. In the levels specifications, all of the Mexican pollution variables have the expected signs, but none of them are significant. In the log specification (column 4), only the interaction with output is significantly positive. Thus, these results suggest that NO x pollution is not a significant determinant of FDI in Mexico. Since, as noted earlier, the dominant source of NO x pollution is transportation, not industry, we are not surprised to find that FDI is not attracted to NO x -intensive industries. As before, the results for other coefficients are consistent with theory and other empirical studies.
We comment only briefly on the results for particulate matter (Table 4) . Particulate matter does not appear to have any effect on FDI, as evidenced by the insignificance of the pollution variables in any specification. This result further supports our contention that the pollution haven hypothesis is only relevant with respect to industries that are pollution intensive and are highly regulated in industrialized countries.
To sum up, our results indicate that for a highly regulated pollutant whose primary source is industrial production, such as SO 2 , laxer environmental regulations appear to attract some polluting industries. These industries may account for a sizeable fraction of FDI flows, output and overall emissions. Comparative advantage resulting from factor abundance remains a significant determinant of the location of production. Pollution intensities of other, less-regulated pollutants do not appear to drive FDI flows. While this result in itself is novel, the inclusion of other robust determinants of FDI makes us confident that we have indeed isolated the effect of pollution intensity of an industry on FDI flows and that the results are unlikely to be due to omitted variable bias.
Conclusion
This study has revisited the pollution haven hypothesis for the case of Mexico. We investigate whether FDI flows into Mexico are indeed determined by the pollution intensity of production.
On the one hand, laxer environmental regulation in Mexico, in spite of recent improvements in laws and enforcement in the wake of NAFTA, may make Mexico an attractive production location for polluting industries. On the other hand, the existing literature has largely failed to find much evidence for the validity of the PHH, in accordance with the notion that pollution abatement costs simply constitute too small a fraction of total cost to drive location decisions of firms.
We improve on and complement the existing literature in several ways. By focusing on pollution intensities rather than abatement cost, we allow for the substitution of pollution and capital and avoid the problem of unobservable pollution taxes. We have information on host country pollution intensities and thus do not need to assume identical pollution intensities in Mexico and its (largely developed) source countries. The availability of detailed FDI information, including the source country of investment, allows us to control for a wide range of determinants of FDI drawn from theory and thus greatly reduces the likelihood of finding spurious correlations.
We find that there is indeed evidence of a pollution haven effect. While only a few industries are estimated to have a positive correlation between pollution and FDI flows, these may account for a substantial share of received FDI and output. Depending on the empirical specification, they account for anywhere between five and 40 percent of total FDI and between five and 30 percent of output over the sample period. Other than that, FDI is largely driven by Mexico's comparative advantage in labor-intensive production processes. Finally, these results are obtained for sulfur dioxide emissions, a highly regulated pollutant that largely originates in industry. For other pollutants that are less regulated or come largely from non-industry sources, no systematic relationship between FDI and pollution is detected.
The finding that pollution and FDI flows have a positive relationship has important policy implications. Lowering developed (home) country environmental regulations may not be desirable or politically feasible, but options exist to induce a host country to raise its regulatory level (e.g., side agreements to NAFTA or EU accession). However, inducing one or a small group of countries to tighten regulation is likely to simply shift the problem of pollution-intensive production to other favorable developing country hosts over time. Restricting imports from pollution havens may violate WTO agreements and likely addresses only a part of the problem if FDI is used instead to access host or other foreign country markets. It might be in the best interest of developed economies to achieve a minimum set of global environmental standards, which can provide policy options to regulate pollution locally and globally. Notes: All results from estimating a censored regression model as described in the text. Robust standard errors are in parentheses; ***, **, * denote significance at the 1, 5, and 10 percent level, respectively; all regressions include a constant (not reported). # Share=0 in columns (1)-(3) since pollution coefficients are insignificant. Share=1 in column (4) since the pollution interaction term is positive, but pollutionmex is insignificant. continued Notes: All results from estimating a censored regression model as described in the text. Robust standard errors are in parentheses; ***, **, * denote significance at the 1, 5, and 10 percent level, respectively; all regressions include a constant (not reported). Notes: All results from estimating a censored regression model as described in the text. Robust standard errors are in parentheses; ***, **, * denote significance at the 1, 5, and 10 percent level, respectively; all regressions include a constant (not reported). # Share=0 in columns (1)-(3) since pollution coefficients are insignificant. Share=0 in column (4) since both pollutionmex and the pollution interaction term are negative.
